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1, Per our discus sion at the £ November Vietnam Cormnmittes
Meeting, I quote z for your information the pe riinent paragraps in a
2 November cable from our Station in Saigon:

Recently cecreed GV tax increases 0l ilowed by panricky
srice rises have brought cn wnat may be most serious politicil
crisis in South Vietnam since Tet 08 Problem rests funca~
mentally in inflationary spiral which has shown 36 percent

price rise in cost of living since December 68, This 7’\@
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obvicus impact on average wage scalc and standard of living.
GVN keenc y aware of this inflationary pTro blem and zecognized

svalue piastre, allow inilation run rampant 0r insti-
gent tax increasco Tecision was to raise taxes.

This reflec’:ed acceptance of advice sut forth by American

advisors and Tnternational Monelazy Tund. GVN concluccd,
however, that action by National As sembly to xaise :

would not be prompt gnoul: t ffactive; therefore, SovVe-©~
ment resoried to Diem cra i
- -¢s by Exccutive Ordez.
mood, however, and didn
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biweekly resort on The Economic Situation in South Vietnams.

gives a graphic picture of the sharp recent rise in tae
The MPC's

following page 5 g
price of gold emd green dollars on the Saigon free market,
curve tends spongily dow=irard, but this may reflect nervousness about

., ey e

|

‘Approved For Rgjease 2004/08/30 :%{A-RDPSORM720@00600040035-0

reporting that coup atmospnere 3
of street demonstrations. We ¢
likely at this time. Demorbb_ at
but GVN should be able handle the
on popular discontent nct concrelic snocugh
report as intelligence but new atmosphere
significant. Bitter criticism oi GVN which no
by no means limited to usual dissidents such as militant
Buddhists but is also wides:

government northern Cat’r.o t
one of Station’s raoderate and highly re
out, recent economic measures hit hardest at two pillar
regime, soldiers and civil servants. Heightened popular
hostility to GVN could be taken as signal by opposition groups
to push for GVN Cabinet changes which, at this time, woul
have particularly unsettling effect on country. Station asscts
tasked to watch situation closely. We have also alerted
Embassy to type of "atmospherics’ which we are getting irom
our agent sources. '
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2. I am also appending a copy of the 3 November edition oI our
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a new note issue.

Ceo ge A, Carver, Jr.
Special Assistant for Vietnamese Affairs
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